 
Rate hikes likely with health care reform

Businesses wary of uncertainty posed by new law
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A few years ago when Raul Holgun was diagnosed with diabetes, his insurance doubled from $1,500 to $3,000 monthly. 

Holgun, who owned a business in Highland at that time, had no choice: The policy had to be canceled. 

Before the passage of the health care reform legislation last month, it would be at the very least difficult, if not impossible, for Holgun, now 61, to get health insurance. 

But the powerful force of health care reform that will keep others from experiencing what Holgun did will also add fresh fuel to the already raging wildfire of health care costs. 

You'll feel the strength of those flames when you see the costs for next year's health care coverage. 

"I'd be very surprised if we were not looking at a double-digit increase" for company-provided health care insurance next year, said Jay Prag, an economics professor in the Peter F. Drucker and Masatoshi Ito Graduate School of Management at Claremont Graduate University. 

And those increases are likely to be passed down to employees, Prag said. 

There's another unintended consequence of health care reform smoldering in the business community: uncertainty. 

Just as some Southern California companies are beginning to feel their way out of the recession, the sweeping health care proposal has introduced another unknown factor into their decision- making equations. 

"Business doesn't like uncertainty," said Kim Parker, executive vice president of the California Employer's Association. 

Firms are scrambling to find out the implications for their firms so they can begin to make intelligent decisions to prepare for those changes starting next year, she said. 

Jack Kyser, founding economist of the Kyser Center for Economic Research at the Los Angeles County Economic Development Corp., said his organization's regional managers report that some small businesses in the Los Angeles region are seeing a small uptick in orders, but are holding off on hiring or expansion as they watch how health care reform unfolds. 

Prag said that coming out with health care reform at a time when businesses are trying to gauge the economy is "begging firms not to create jobs." 

Ronald Wanglin, board chairman of Bolton and Co., a Pasadena-based employee benefits and insurance brokerage firm, says that in the last 12 months, company health insurance plans have increased anywhere between 8 percent and 25 percent, depending on the plan. 

Health care reform will push those costs even higher next year, he said. 

Robert Zirkelbach, spokesman for the Washington- based America's Health Insurance Plans, the lobbying organization for the country's health care insurers, said medical costs were already soaring this year before the bill's passage last month. 

"Some of our members have been raked with hospital cost increases of 40 percent," he said. "Far more needs to be done to address the underlying costs if health care reform is going to be sustainable." 

No matter how beneficial, many of the changes imposed by health care reform increase costs "and that will be reflected in the coverage," Zirkelbach said. 

Insurance actuaries are likely already working on mathematical models to predict what health care coverage for pre-existing conditions and the elimination of benefit limits means for their risk exposure, Wanglin said. 

Randall Lewis, executive vice president for the Upland-based Lewis Group of Cos., a residential and commercial development firm, said his company is trying to understand what health care reform will mean to his firm's employees and what it will mean for the business. 

"We are looking at what this means for real estate ... what opportunities will there be for commercial development?" 

Lewis Group is trying to gauge if the new law will create a demand for a new medical delivery systems and new buildings to house them, or if it will create a demand for new types of businesses in retail centers, Lewis said. 

Noting that health care reform has an emphasis on wellness and prevention, the company is exploring whether it has implications for walking trails and gyms within residential developments, he added. 

Albert Okura, founder and owner of the San Bernardino-based Juan Pollo chain of 32 restaurants, said he doesn't provide health care insurance to employees now, because most are in their teens. 

If required to do so, it will likely mean operating with fewer employees, he said. 

"Sales are down from 10 years ago, and costs are up. And employees are our biggest expense." 



REFORM AND BUSINESS 

Effective Jan. 1, tax credits are available to qualifying small businesses that offer health insurance to their employees. 

The tax credit is worth up to 35 percent of the premiums the business pays to cover its workers. 

In 2014, the value of the credit will increase to 50 percent. 

Also in 2014, reform will create state-based health insurance exchanges that will pool small businesses and their employees and give them the purchasing power that large businesses have. 

Read more: http://www.sbsun.com/news/ci_14820988#ixzz0kGfwlr4B
